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Introduction  
 
Pursuant to the its national priority to become a member of the European Union Bulgaria has 
accelerated its efforts to prepare itself to start accession negotiations in accordance with the 
Copenhagen criteria. Objective assessment suggests that at present Bulgaria is meeting 
these criteria for the purposes of commencing negotiations for membership. 
At present Bulgaria is undergoing the bilateral phase of the screening process and the 
sessions held until now reveal that in a great number of areas the Bulgarian legislation is to 
a large extent aligned to the acquis communautaire. In May 1999 the government adopted 
an updated and upgraded National Programme for the Adoption of the Acquis. A preliminary 
draft of a National Development Plan was prepared in May and transmitted to the 
Commission for comments. In June the government presented its 1999 Progress Report and 
signed with the Commission a Joint Assessment of Bulgaria’s Medium-Term Economic Policy 
Priorities. Bulgaria is fulfilling its commitments under the Europe Agreement and is also 
meeting the priorities under the Accession Partnership. 
The status of Bulgaria in meeting the Copenhagen criteria is as follows: 
 
Political Criteria  
In its Regular Report of November 1998 the European Commission had concluded that 
Bulgaria has fulfilled the Copenhagen political criteria.  
The political process of establishment and strengthening of democratic institutions in 
Bulgaria is completed. Real guarantees for the irreversibility of democracy are ensured. The 
constitutional division of powers is respected. The legislative, the executive and judiciary 
cooperate efficiently in the realization of the goals of the reform programmes. The 
institutions of the state are stable. The policy of searching for consensus on vital national 
issues is continuously pursued. 
A strategy for the introduction of a modern administrative system and judiciary is being 
successfully implemented.  
The process of strengthening of the judiciary is an important guarantee for the successful 
implementation of the government strategy for combating crime and the efficient future 
participation of Bulgaria in the Single market. As envisaged by the Constitution a three-tier 
jurisdiction has been introduced. In 1998 substantial amendments and supplements to the 
Law on the Judiciary were introduced which aimed, inter alia, at the alignment of the 
Prosecution to modern standards and judicial requirements. After substantial amendments in 
the Notary and Notary Procedures Act private notary services are well established and are 
functioning in a satisfactory way. The Ministry of Justice and Legal Eurointegration has set 
up a Magistrates Training Centre. 
The National strategy to combat crime adopted in 1998 provides for modernization of the 
regulations and introduction of more rigorous penal responsibility in regard to corruption in 
all its forms. Bulgaria was the first Non-member State of OECD to ratify the Convention for 
Combat against the Subornation of Foreign Officials in International Commercial Agreements. 
In January 1999 the National Assembly adopted the Act on the Amendment to the Penal 
Code, according to which bribery of foreign officials in international trade is qualified as 
crime.  Bulgaria has also acceded to the Criminal Convention on Corruption in 1999.  
The provisions of the Constitution regulating the fundamental rights and freedoms of citizens 
have an immediate effect. Bulgaria is party to all fundamental UN conventions on human 
rights as well as to 29 international legal documents of the Council of Europe. Recently 
Bulgaria acceded to Protocol No. 6 of the European Convention for the Protection of Human 
Rights and Fundamental Freedoms, concerning the abolition of capital punishment and 
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ratified the Framework Convention of the Council of Europe for the Protection of National 
Minorities. 
All Bulgarian citizens regardless of their ethnic origin and identity are entitled to be elected in 
the representative bodies at a central and local level and to take part in the decision making 
process. The Turkish population in Bulgaria continues to be fully integrated and represented 
in political life. The efforts for the institutional strengthening of the National Council for 
Ethnic and Demographic Affairs continue. In April 1999 the Council of Ministers adopted the 
Framework Programme for ‘Full Integration of the Roma Population into the Bulgarian 
Society’ that was supported by over 150 Roma organisations. The programme envisages 
measures for addressing specific problems of the Bulgarian Roma in such areas as 
employment, social security, health care, education; housing and access to arable land; 
protection and promotion of their ethnic identity and culture.  
 
Economic Criteria  
For all practical purposes at present Bulgaria can be regarded as a functioning market 
economy and in the medium term will be capable of withstanding the competitive pressure 
and market forces in the EU, provided it sustains the present pace of economic and 
structural reforms. 
During 1998 and 1999 Bulgaria’s economy was characterized by sustained macroeconomic 
stability. The results achieved can be attributed to domestic factors despite the negative 
external impact of the financial crisis in Asia and Russia, and the Kosovo conflict. Bulgaria 
has demonstrated progress in the nominal implementation of the Maastricht criteria thanks 
to the successful introduction of a currency board arrangement. In September 1998 a three-
year Extended Fund Facility with the International Monetary Fund was signed.  A sustainable 
internal balance between stable prices and constantly increasing budget revenues (a budget 
surplus of 1,5% of GDP for 1998) is achieved. The low interest rate has significantly 
increased investment and decreased the internal debt burden. The total value of the debt to 
the value of GDP was 113,5% in 1997, 83% in 1998 and 77% at the end of July 1999. The 
privatised assets by the end of August 1999 are 42% of the total sum of assets in the State-
owned enterprises which represent 64% of assets up for privatisation. These indicators will 
show a further increase in 1999 after the completion of the privatisation of the Bulgarian 
Telecommunications Company and of Neftochim, which are both under way.  
The prospects for the flow of foreign investment into the Bulgarian economy are relatively 
good. The cumulative foreign investment per capita remains below averages in Central 
Europe. Since 1997, however, the share of direct foreign investment in Bulgaria's GDP is 
approximately equal to the one in the forefront applicant-member countries. In 1999 the 
volume of FDI will be much bigger than in 1997 and 1998. The focus in attracting foreign 
investment has shifted recently towards creating an overall improvement in the general 
climate for investment in the country in the context of the privatisation of strategic 
enterprises.  
The total relative share of regulated prices in the consumer basket is 17.2% (14% controlled 
prices and 3.2% with partial control) and is comparable with that in the first wave countries 
for accession to the EU (13.3% for the Czech republic, 24.0% for Estonia, and 15.9% for 
Hungary). An important element of the price liberalisation was the unification of VAT rates, 
which completely eliminated the administrative impact on relative prices. 
Bulgaria is implementing a consistent policy of foreign trade liberalisation. The tariff 
measures are predictable and represent the main instrument of trade policy. The changes 
since the beginning of 1999 were directed at a decrease in the average customs duty rates, 
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as well as of tariff peaks. Since the beginning of 1998 all export taxes have virtually been 
revoked. At the beginning of 1999 the temporary import surcharge in support of the balance 
of payments, was also abolished. The nominal level of tariff protection on industrial goods 
imported from the EU in 1999 is low: 3.6% (compared to 12.6% for countries with a MFN 
treatment). At present the import regime is based exclusively on WTO norms. The degree of 
trade liberalisation in Bulgaria is comparable, and in some cases exceeds, the level of the 
first wave countries for EU accession. New free trade agreements with CEFTA and with 
Turkey became effective since the beginning of 1999. Negotiations are in progress with the 
Baltic States, Macedonia, and Israel. Bulgaria's relative status in terms of trade integration is 
comparable to that of the other applicants. While in 1991 the relative share of the country's 
trade with the EU was 15.7% for exports and 20.7% on imports, in the first quarter of 1999 
it grew to 60.3% and 49.3% respectively. Regardless of the relative geographic distance 
with the EU, its share in Bulgaria's trade is larger than that of Spain and Greece prior to their 
accession. A temporary problem for Bulgaria is the infrastructure obstacles ensuing from the 
Kosovo crisis. 
The Transition Report of the EBRD concludes that the Bulgarian Trade Act and the trade 
regime are comparatively clear, applicable, and adequately implemented. Bulgaria's rating in 
this respect is the same as that of the Czech Republic, Hungary and Poland, and is better 
than Estonia and Slovenia. The information on the registration of companies in Bulgaria 
shows that in reality there are no barriers to market entry. The relative share of the private 
sector in the gross added value has gone from 17.5% to 63.7% in the period between 1991 
and 1998; with small and medium sized enterprises having the largest contribution. The 
Bulgarian law ensures that the owners and creditors of companies can freely file a 
bankruptcy or liquidation procedure. These procedures are based on European legislation. 
During the first four months of 1999 about 1200 procedures for liquidation and 50 for 
bankruptcy have been launched with a much faster pace than in previous periods.  
Progress in respect to the execution and enforcement of law and contracts can be seen in 
three areas: improved implementation of laws regarding property and financial violations; 
improved possibilities for speedy and effective process regarding the execution of contracts; 
decrease in the general level of corruption. One of the spheres in which the state regulation 
and legal enforcement are especially successful is intellectual property rights. 
The harmonization of the legislative and regulatory framework of the financial sector in 
Bulgaria is continuing. In August 1998 the Bulgarian National Bank enacted Ordinance 22 on 
the Establishment of a Central Credit Register, which increased the reliability of decision-
making in the field of lending. Since the end of 1998 important changes were introduced in 
the national accounting standards aimed at bringing them closer to the international 
standards. An Early Warning System was established, which aims at identifying potential 
risks to bank portfolios. The most significant change in the structure of lending is in its re-
channelling from the state to the private sector. The relative share of loans to the private 
sector grew from 43.6% in 1998 to 68% by the end of April 1999. There is considerable 
growth in the capital adequacy and liquidity of the banks. Yet, the relative share of bank 
intermediation is below the level of the developed market economies. Following the 
privatisation of Expressbank, Hebrosbank and Bulbank to strategic investors in the course of 
1999, the share of the State banks in the assets of the banking sector in the year 2000 will 
be insignificant and the overall situation will be considerably improved. 
During 1998 the Government defined investment in infrastructure as a priority in the public 
sector until the year 2001. Internal savings are insufficient to finance it and foreign 
investments are especially important for the improvement of physical resources. Regarding 
human resources, Bulgaria  has qualified personnel and a comparatively good educational 
system. 
Why Should the  European Council in Helsinki Invite Bulgaria to Start EU Accession 
Negotiations In  2000?  
 
© European institute, 1999  Page 4   
The impact of the Government’s policy and of the legislation on competitiveness is generally 
favourable. Domestic trade in Bulgaria is liberalized, with the exception of the natural or 
regulated monopolies. The foreign trade regime is liberal. The Law on Protection of 
Competition (May 1998) is fully aligned with European norms. As a result of a group of 
measures, by the end of 1999 the institutional framework for small and medium sized 
enterprises (SME) in Bulgaria will be consolidated and fully functional. The share of SMEs in 
the Bulgarian economy is relatively high and growing. The trend is for SMEs to play an ever-
growing strategic role in the medium term as economic entities; their economic efficiency is 
much higher than that of larger enterprises and they have a much larger sale per assets 
ratio; SMEs provide flexibility, entrepreneurship, and a significant number of new jobs. 
The main barriers to the presence of a functioning market economy have been eliminated by 
the liberalisation of prices and trade and a macroeconomic stability, which has been 
sustained for over two years. Stable prices, a low interest rate, and growing budget revenues 
are indicators pointing to a stable market balance between supply and demand. Remarkable 
progress has been achieved through the expansion of the private sector and the increase of 
liquidation or bankruptcy procedures of a large number of inefficient enterprises. The 
balance of payments is stable and the currency reserves of the country are growing. There is 
a wide consensus in Bulgaria on the main direction of economic policies and reform. 
The medium term prospects for Bulgaria to cope with the competitive pressures of market 
forces in the EU are good. The main elements of a market economy in Bulgaria are 
functioning in the environment of macroeconomic stability. The degree of trade integration 
with the EU is notable and contributes to the further strengthening of the capacity of the 
economy to withstand competitive pressures. The share of small and medium sized 
enterprises in the Bulgarian economy is comparatively high and growing, and in the medium 
term they will play an important role.  
 
Ability to Assume the Obligations of Membership 
The process of transposition of Community legislation in Bulgaria has been accelerated and 
extended over almost all sectors. Important improvement in implementation and 
enforcement capacity was noted. Notable progress has been achieved in introducing the 
acquis as regards the internal market, especially in the areas of public procurement, 
intellectual and industrial property, standardization, competition, movement of capital, 
financial services, taxation, veterinary and phytosanitary control, customs, SMEs, energy, 
regional development, environment, consumer protection, as well as in the field of justice 
and home affairs. 
New Public Procurement Law that is based on the principles of transparency and equal 
treatment was adopted in June 1999. The law is based on the provisions of the directives on 
public procurement concerning both classical and utilities sectors.  
Full transposition of acquis communautaire in the field of industrial property has been 
achieved through the adoption of the Law on Industrial Design, Law on Trade Marks and 
Geographical Indications and Law on Topographies of Semi-conductors. 
Newly adopted Law on National Standardization has laid down the basic principles of 
development and implementation of standards, such as: transparency, involvement of all 
concerned parties, voluntary character of implementation of standards, distinction of 
standardization and certification functions. The concept of public responsibility for damages 
caused by defective products was introduced in the Law on Consumer Protection and Rules 
for Trade. 
In the competition area significant progress was noted, particularly in the law enforcement 
during the first year of implementation of the new Law on the Protection of Competition.  
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The new or amended tax legislation is aligned to the requirements of the acquis 
communautaire. The new VAT Act in its principles and mechanism provides full compliance 
with the requirements of EU Sixth Directive. The Act on amendment of the Excise Duties Act 
achieves full harmonization in the area of excise duties.  
Aiming at facilitation of the integration into the internal market of agricultural products, the 
Law on Veterinary Activity was adopted, accompanied by the relevant secondary legislation. 
The acts adopted implemented a significant part of the EU legislation in the field of 
veterinary activity. 
The new Customs Act and its corresponding Implementing Regulations came into force in 
January 1999. These acts are aligned with the EU legislation. The new Customs Tariff, in 
force since 1999 is entirely based on the EU Combined Nomenclature. 
Significant progress was achieved in the energy sector. The newly adopted Law on Energy 
and Energy Efficiency provides for the overall organization of relations in the energy sector 
related to state management and regulation of that sector. It regulates the rights and 
obligations of legal subjects in the field of generation, transmission, distribution and sales of 
electric and heating energy and the transmission, storage, distribution and sales of natural 
gas. The Law, aiming at the implementation of market mechanisms and competitive 
environment in the energy sector, as a whole reflects the main principles of the EC directives 
concerning the common market of electricity and natural gas. 
The basic legal framework for the implementation of the regional policy was adopted. The 
Regional Development Act in force since March, 1999 sets the regulatory framework of mid-
term and long-term measures worked out in compliance with the 3 year forecasts in the 
State Budget and the National Plan for Regional Development /NPRD/.  
In the field of environment Bulgaria initiated measures in the process of gradual 
establishment of a legislative system, adequate to the EC requirements. Introduction of 
procedures and rules of procedures of the state administration and public on horizontal 
environmental management took place. The EIA procedure is completely harmonized. The 
introduction of basic requirements for protection of quality of environment and its 
components was achieved by adoption and implementation of framework acts, such as: 
Water Management Act, Limitation of Harmful Impact of Waste upon Environment Act and 
Law on Protected Areas. 
In the field of Justice and Home Affairs new legislation was introduced accompanied with the 
respective implementation. A comprehensive set of measures was taken to strengthen the 
border control and counteract the illegal migration – a uniform police structure was set up to 
guard the state frontier, issuing of the new Bulgarian identity documents started. Resulting 
from the measures undertaken the immigration pressure from the territory of Bulgaria to the 
EU countries further decreased. 
Administrative Capacity to Apply the Acquis  
The institutional strengthening and development of an administrative capacity is a key 
priority in the process of the adoption of the acquis communautaire in Bulgaria. The Law on 
the State Administration and the Law on the Civil Service have already been adopted by 
Parliament. A single classifier of grades in the state administration was also adopted. A 
special programme for training of public officials on European Integration is being developed. 
The administrative capacity in the main sectors improved and one should mention especially 
the areas of competition, state aids, protection of intellectual property, veterinary control, 
tax collection, justice and home affairs, telecommunications, energy, etc.  
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The Kosovo Crisis and EU Enlargement 
 
Bulgaria’s accession to the EU should also be seen in the light of its role in stabilizing South 
East Europe. The conflicts in former Yugoslavia and most recently in Kosovo revealed clearly 
that Bulgaria holds a unique place in the region in terms of political and economic stability, 
ethnic tolerance and good neighbourhood. The Kosovo crisis also demonstrated that the 
stability of the region should be seen in the light of its European integration perspective. 
Therefore the enlargement strategy of the European Union should pay due attention to 
South East Europe. Otherwise lasting stability will not be achieved in the Balkans and the 
differences in the economic development between the First Wave and Second Wave 
countries will be worsened especially in terms of trade and investment opportunities. This 
will diminish the perspectives for membership of the second wave countries. A decision at 
the European Council in Helsinki to begin accession negotiations with Bulgaria will represent 
a strong positive signal in support of its successful economic reform efforts, political and 
ethnic stability and will be a contribution to the stability of the region. Besides, this will be 
the ideal signal for foreign investors. Last but not least, it will be a good motivation for the 
people of Serbia in the context of their efforts to overthrow the Miloshevic regime. 
 
